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"Globalization has increased calls for corporations to use firms' resources to help alleviate a wide variety of social problems"
 (Hillman & Keim, 2001: 125) 
INTRODUCTION
Motivated by the growing attention paid to corporate social responsibility (CSR) by researchers and society at large, 1 we investigate the extent to which CSR is influenced by corporate international diversification, and whether the quality of host countries' governance institutions shape this relationship. Firm internationalization refers to a strategy "through which a firm expands the sales of its goods or services across the borders of global regions and countries into different geographic locations or markets" (Hitt, Ireland, & Hoskisson, 2007: 251) .
On a prima facie basis, firm internationalization can be viewed as a strategy to increase and maintain a firm's competitive advantage (e.g., Nachum & Zaheer, 2005) through enhanced economies of scale and scope (Kogut, 1985) , growth opportunities (Porter, 1990) , and diversification benefits (e.g., Geringer, Beamish, & DaCosta, 1989) , as well as access to new resources, production capabilities, and knowledge (Hitt, Hoskisson, & Kim, 1997) . To the extent these factors increase a firm's competitive advantage, internationalization should lead to performance improvements and value creation. An alternative view holds that internationalization increases uncertainty and complexity. For instance, firms expanding internationally face not only the liability of foreignness (Zaheer, 1995) , psychic distance (Johanson & Vahlne, 1977) , and the hostility of an international environment (Zahra & Garvis, 1 For instance, in an international survey of directors and managers from publicly and privately held firms, 85% of U.S. respondents agreed with the statement, "Corporations need to create shareholder value in a way that aligns with society's interests, even if that means sacrificing shareholder value." Similarly, a survey by KPMG (2011) shows that the percentage of Fortune Global 250 firms that issues stand-alone CSR reports has increased from 52% in 2005 to 80% in 2008 and 95% in 2011. The Social Investing Forum reports that in the U.S., as of 2010, $3.07 of $25.1 trillion is managed under the guidelines for Socially Responsible Investment.
4 alternative source of CSR ratings for U.S. firms. We further provide the first multinational evidence on the positive relation between international diversification and CSR using a large panel of non-U.S. firms from 42 different countries. To address potential endogeneity resulting from the direction of causality between internationalization and its outcomes, we use instrumental variables estimation, propensity score matching, and Heckman sample selection.
While one cannot fully eliminate endogeneity concerns, they do not appear to drive the association we document between internationalization and CSR.
Second, we extend earlier research and delve deeper into that association by separately investigating the effect of internationalization on CSR strengths and concerns, and find that a firm's internationalization loads significantly (positively) only on CSR strengths. In a related test, we examine the impact of internationalization on the individual components of CSR. The results suggest that only the CSR dimensions related to employee rights and product characteristics are not influenced by a firm's internationalization. In a nutshell, the CSR activities that seem to matter most for the social behavior of multinational firms are the discretionary activities.
Third, in a major departure from prior studies we investigate whether varying country institutions and laws across the locations of the firm's subsidiaries shape multinationals' CSR activities differently. We provide novel evidence that multinationals with extensive subsidiaries in countries with strong political and legal institutions display higher CSR ratings. This finding goes beyond the mere evidence in earlier studies that diversification is positively related to CSR, and underscores the conditioning role of the institutional environments in which the firm's subsidiaries operate.
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Finally, in an additional test we examine whether firm characteristics influence the internationalization-CSR relationship. We extend the work of Servaes and Tamayo (2013) , who find that a firm's information environment conditions the internationalization-CSR relation, to examine a comprehensive set of firm characteristics. We find that only multinationals with more political visibility (e.g., larger and older) and those with higher growth opportunities (e.g., high market-to-book value, high R&D expenses, high advertising expenses) and more abundant resources increase their CSR investments. This result lends some support to the resource-based theory that stresses core resources and capabilities as drivers of an international firm's competitive advantage, and highlights CSR investment as a channel to achieve the benefits of internationalization.
In summary, the four sets of tests in this study provide new evidence on what drives a firm's social behavior, and emphasize CSR as an increasingly important strategy for achieving and maintaining competitive advantages from internationalization.
The rest of the article proceeds as follows. In the next section, we briefly review related literature and elaborate on our main hypotheses. In Section 3 we describe our data and summarize our research design. We present results in Section 4. Finally, we conclude in Section 5.
LITERATURE BACKGROUND AND HYPOTHESIS
Our premise in this paper, that internationalization leads to more corporate socially responsible behaviour (and thus higher CSR rating), is grounded in the following arguments.
First, entering new markets increases the number of a firm's stakeholders (Sharfman, Shaft, & Tihanyi, 2004) . In line with the good management hypothesis of CSR (Waddock & Graves, 6 1997) and the argument in Brammer, Pavelin, & Porter (2009: 579) that "the continued involvement of stakeholders with a business is to some significant degree contingent upon the stakeholders' belief that the organization is a socially responsible company", multinational firms are likely to invest in CSR to strengthen their reputation as socially responsible actors and improve their image with new and existing stakeholders. Second, entering new markets increases the diversity of a firm's stakeholders in terms of cultural, political, institutional, and economic characteristics. Firms diversifying internationally can respond to the increased diversity of expectations by adopting high CSR standards (Sharfman, Shaft & Tihanyi., 2004; Kostova & Zaheer, 1999; Brammer Brammer, Pavelin, & Porter, 2009 and references therein) . Third, entering new markets increases litigation risk if firms violate societal and/or regulatory requirements. In the spirit of Feldman, Soyka, & Ameer (1997) , who show that firms that adopt an environmentally proactive posture significantly reduce their perceived risk, we posit that multinational firms can reduce their perceived risk 6 and the uncertainty associated with their multinationality by increasing their CSR investment. Fourth, CSR can alleviate communication problems (Zahra, Ireland, & Hitt, 2000) and the adverse effects of psychic distance. Fifth, internationalization increases a firm's disclosure informativeness (Riahi-Belkaoui, 2001 ), which can lead to better social performance because high CSR firms are associated with better information quality (Dhaliwal, Li, Tsang, & Yang, 2011) . This is likely the case because high CSR firms are associated with increased analyst coverage and in turn investor and media attention (Hong & Kacperczyk, 2009; El Ghoul, Guedhami, Kwok, & Mishra, 2011) . Sixth, 6 Consistent with lower perceived risk, El Ghoul, Guedhami, Kwok, & Mishra (2011) and Suh (2013) , respectively, find that high CSR firms enjoy lower financing costs and improved credit ratings. CSR can also reduce the risk of costly sanctions by stakeholders. For instance, in line with the finding in Maksimovic & Titman (1991) that firm stakeholders are reluctant to do business with a highly levered firm, Bae Kang, & Wang (2011) show high CSR firms-evident in their ability to offer fair employee treatment-maintain lower leverage.
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based on the argument that market (resource) commitment can help to create and maintain a firm's competitive advantage (Andersen, 1993) , multinational firms can signal their resource commitment to a new foreign market by increasing their CSR activities. 7 In addition, Kang (2013) posits that managers of diversified firms become more responsive to stakeholder demands and social issues because diversification aggravates managerial risk aversion and lowers managerial employment risk. Accordingly, our first and main hypothesis is as follows:
Internationalization is positively related to higher CSR ratings Next, we examine the extent to which internationalization influences differently CSR concerns and strengths. This test is useful because aggregating CSR strengths and concerns may overlook cross-sectional variation in CSR behaviour (Chatterji, Levine, & Toffel, 2009) . 8 Strike Gao, & Bansal (2006) , for instance, provide evidence that multinational firms are likely to be operating both responsibly and irresponsibly, and argue that CSR should be decomposed into its negative and positive aspects (concerns and strengths, respectively). Given the strategic perspective of internationalization, we expect a positive link between CSR strengths and internationalization. Indeed, using the argument of Hart (1995) , Attig (2011) further stresses that CSR strengths are proactive in nature and more costly to implement, but more beneficial than avoiding CSR concerns. This is likely the case because CSR concerns tend to relate to industry standards or minimum social performance levels expected by the public (e.g., Figge, Han, Schaltegger, & Wagner, 2002) . Along this line of thinking, Servaes and Tamayo (2013: 10) argue that CSR strengths "should matter more when capturing the CSR efforts made by firms 7 To some extent, this is related to the view of Hsu & Pereira (2008: 190) that "the value of internationalization comes from an increase in the economic rent that accrues to those firm-specific resources." 8 As Kim, Park, & Wier (2012: 784) state, "a firm with five strengths and five concerns is surely different from a firm with one strength and one concern". 8 than concerns". The authors argue that CSR concerns are likely to reflect the outcome of other decisions rather than specific efforts of the firm's social behaviour. Supportive evidence is provided by Kim, Park, & Wier (2012) who show that CSR strengths (concerns) are associated with more conservative (aggressive) financial reporting. Building on arguments above, our second hypothesis is as follows:
Internationalization is positively (negatively) related to CSR strengths (concerns)
As we previously argued, the multidimensionality of internationalization may entail different social activities for different stakeholders. In addition, CSR is a multidimensional construct (Carroll, 1979) . As such, using an aggregate CSR score might mask the relevance of its sub-dimensions in different contexts (Griffin & Mahon, 1997; Attig, 2011; Benabou & Tirole, 2010; Galema, Plantinga, & Scholtens, 2008) . Hillman & Keim (2001) distinguish two main groups of CSR components: those that are directly related to a firm's primary stakeholders (e.g., Employee Relations, Diversity, Product Characteristics, Community, and Environment) and those that reflect participation in social issues and are not directly related to a firm's primary stakeholders (e.g., Human Rights). Given the importance of investing in relationships with stakeholders as a strategy for increasing competitive advantage, one might argue that internationalization will have a greater effect on the CSR dimensions related to the firm's primary stakeholders. However, some CSR dimensions related to those stakeholders are likely to be socially required, as opposed to socially desired (Attig, El Ghoul, Guedhami, & Cleary, 2013) . For instance, employee relations and product characteristics are, to a significant degree, influenced by legal and regulatory requirements and hence international diversification may have little or no impact on these aspects of social performance (Brammer, Pavelin, & Porter, 2006 Rights, and Product Characteristics. For each area, we calculate a score equal to the number of strengths minus the number of concerns. We then sum the scores to obtain an overall CSR score (CSR_S). This approach is commonly used in the CSR literature (e.g., Kim, Park, & Wier, 2012; El Ghoul, Guedhami, Kwok, & Mishra, 2011; Goss and Roberts, 2011) . After these screenings, our final sample contains 3,040 U.S. firms and 16,606 firm-year observations over the 1991-2010 period. Appendix A provides details on the construction of the CSR variables. Table 1 goes here Table 2 shows that in the 2004-2010 period the average number of strengths (CSR_STR) declined relative to the earlier period, while the average number of concerns (CSR_CON) increased only slightly. As a result of these two trends, the overall mean CSR score declined during this period. 
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------------------------ Panel A of

Regression Models and Variables
To analyze the impact of firm internationalization on CSR, we run variations of the following model:
where _ is the firm's CSR score. is one of the proxies for the degree of firm internationalization defined below. comprises time and industry fixed effects. Z is a vector of control variables. Following prior related research (e.g., Strike, Gao, & Bansal, 2006) , we control for the following variables: size, measured as the logarithm of total sales (SIZE); the logarithm of firm age, defined as the number of months since the firm first appeared in the CRSP database (LOG_AGE); return on assets (ROA); the market value of assets, which is equal to market capitalization plus total assets minus book value of equity (MTB); leverage ratio, defined as total debt divided by total assets (LEV); the ratio of research and development expenses to total sales (R&D/S); and the ratio of advertising expenses to total sales (ADV/S). More detailed variable definitions are provided in Appendix B.
Panel A of Table 3 provides summary statistics for the variables used in our regression analysis. Panel B presents a correlation matrix between our key variables. Of relevance to our study is the positive and significant (at the 1% level) correlation between CSR (CSR_S) and internationalization (FS/S). Generally, the pairwise correlation coefficients among the control variables are low, suggesting that multicollinearity is not of concern in our analysis. Table 3 Table 4 reports the results of estimating Equation (1) using ordinary least squares (OLS), with standard errors corrected for heteroskedasticity and clustering by firm to account for the lack of independence of observations within a given firm over time. In Model 1 we regress CSR score (CSR_S) on the ratio of foreign sales to total sales (FS/S)-our first proxy for firm internationalization-and a set of controls. We find support for our conjecture on the internationalization-CSR link: the estimated coefficient on FS/S is positive and statistically significant (at the 1 percent level), indicating that an increase in foreign operations leads to a higher CSR rating. This confirms previous results in Strike, Gao, & Bansal (2006) and Kang (2013) . Taken together, this evidence suggests that CSR activities can help firms mitigate market imperfections and asymmetric information problems as well as manage complexities stemming from new and diverse stakeholders.
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To comprehensively examine the impact of internationalization on CSR, we replace FS/S with several alternative measures of firm internationalization. In particular, we use the ratio of foreign assets to total assets (FA/A) in Model 2, the Herfindahl Index measures of geographical diversification in firm sales (HERFINDAHL_S) and assets (HERFINDAHL_A) in Models 3 and 4, and the entropy index measures of corporate diversification in firm sales (ENTROPY_S) and assets (ENTROPY_A) in Models 5 and 6, respectively. Reinforcing our finding from Model 1, all 14 the proxies for firm internationalization are consistently positively and significantly related to CSR_S, providing further support to the prediction of our first hypothesis (H 1 ) that firm internationalization increases CSR engagement.
Turning to the control variables, we document several significant relations. The estimated coefficients on profitability (ROA), market-to-book (MTB), R&D intensity (RD/S), advertising expenses (ADV/S), size (SIZE), and age (LOG_AGE) are generally positive and statistically significant, suggesting that they increase CSR ratings. Firm leverage (LEV), however, loads significantly negatively on CSR_S, suggesting that an increase in leverage leads to a lower CSR rating. The negative effect of LEV is in line with the argument of Roberts (1992) that an increase in leverage is associated with more preferential attention to creditors at the expense of other stakeholders. Table 4 goes here
In Table 5 , we examine the stability of the internationalization-CSR relation over time.
To do so we re-estimate Equation (1) over four consecutive five-year subsample periods: 1991-1995, 1996-2000, 2001-2005, and 2006-2010 . During the 1991-1995 period, the coefficient on FS/S is positive but statistically insignificant at conventional levels. In contrast, the coefficient on FS/S in the three other subsample periods loads significantly positively. While it is possible that the internationalization-CSR link can be time-dependent, the data in Table 5 provide support for our prediction on the societal implications of international diversification.
15 Table 5 goes here
Sensitivity tests.
In Tables 6-8 we subject our main finding to several sensitivity tests to verify the robustness of our evidence on the link between internationalization and CSR activities.
Endogeneity. Although our results on the internationalization-CSR relationship are insightful, they should be interpreted with caution as we cannot rule out alternative explanations.
For instance, CSR as an organizational resource may help firms expand internationally. To mitigate concerns of endogeneity we use three approaches and report our findings in Table 6 .
First, in Panel A we implement an instrumental variable (IV) estimation procedure where we use three instruments to extract the exogenous component of FS/S: (1) MID, a dummy variable set to 1 if the firm reports minority interest on its balance sheet, (2) PNFOR, the fraction of firms with positive FS/S in the firm's industry in a given year, and (3) STATE_FS/S, the ratio of foreign sales of all firms headquartered in the state to foreign sales of all sample firms in a given year.
We regress FS/S on the three instruments and all the controls in Equation (1). Regression results of this first-step regression are reported in Model 1. We then retain the predicted value of FS/S and use it instead of FS/S in the regressions examining the effect of internationalization on CSR.
We use 2SLS, LIML, and GMM estimations, respectively, in Models 2, 3, and 4. The results reported in Model 1 suggest that the three instrumental variables are significantly positively related to our internationalization proxy (FS/S). Importantly, the second-stage regressions results in Models 2 through 4 consistently show that the impact of the predicted value of FS/S is positive and statistically significant at the 5 percent level, reinforcing our OLS findings in Table 4 . 16 Second, in Panel B of Table 6 we employ the propensity score matching (PSM) procedure proposed by Rosenbaum & Rubin (1983) . To implement PSM we start by constructing a multinational dummy variable that takes the value of 1 if FS/S >0, and 0 otherwise. We then estimate a probit model where we regress the multinational dummy on all controls, and we use the scores to match (using different approaches) each observation with multinational dummy = 1
to an observation with multinational dummy = 0. We use the resulting sample in our regression.
Interestingly, our key variable (multinational dummy) loads significantly positively on CSR independent of the matching method used, lending further support to our main finding that internationalization leads to a higher CSR rating. As such, CSR seems to play a non-negligible strategic role in reducing market imperfections and managing the complexity and uncertainty arising from entering new international markets.
Third, in Panel C of Table 6 we employ the Heckman self-selection (two-step) model. In the first step, we use a probit model to regress a dummy variable that equals 1 if FS/S >0, and 0 otherwise, on all control variables from our main specification (Column 1 in Table 4 ) and the instrumental variables used in Panel A of Table 6 (MID, PNFOR, and STATE_FS/S). In the second stage, the firm's CSR score ( _ ) is the dependent variable, and we include the selfselection parameter (inverse Mills' ratio) estimated from the first stage. The results of the twostep estimation model continue to suggest that internationalization is positively associated with a higher CSR rating. Table 6 goes here
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Alternative Estimation Methods. We next test the robustness of our main results to the use of two alternative estimation methods. First, we exploit the panel nature of our data by estimating fixed and random effects models. In the results reported in Models 1 and 2 of Table 7, we continue to find that internationalization is significantly positively related to a firm's CSR rating. These regressions help dispel concerns that omitted variables and unobserved heterogeneity are spuriously behind our main finding. Second, following Petersen (2009) Table 7 . Importantly, the estimated coefficient on FS/S loads significantly positively on CSR in all these regressions, indicating that our main evidence on the positive association between CSR and internationalization is unaffected by the use of different estimation methods. Table 7 goes here
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Alternative Samples. To shed further light on the validity of our findings, we use
Thomson Reuters ASSET4 as an alternative source of CSR ratings to extend our sample to non-U.S. firms from 42 countries over the 2002-2010 period. The results are reported in Table 8 .
When we run our regression model in Equation (1) using the full sample (i.e., both U.S. and non-U.S. firms), as shown in Model 1, the estimated coefficient on FS/S bears significantly positively on the alternative measure of CSR activity. Interestingly, this result remains qualitatively unchanged when we run our regression model separately for the U.S. and non-U.S. firm 18 subsamples. The results in Table 8 therefore reinforce our main evidence in Table 4 that internationalization influences firms' CSR activities. Table 8 goes here
Effects of Internationalization on the Components of CSR
In order to validate our second and third hypotheses we extend our analysis to examine the link between internationalization and different dimensions of the overall social performance score.
We begin in Models 1 and 2 by testing the effect of internationalization on CSR strengths (CSR_STR) and concerns (CSR_CON), respectively. In line with our second hypothesis (H 2 ), we find that the estimated coefficient on FS/S loads significantly positively on CSR strengths (CSR_STR), while it does not have any significant effect on CSR concerns (CSR_CON). This evidence suggests that internationalization increases CSR strengths, but has no effect on CSR concerns. This result provides only partial support for Strike, Gao, & Bansal (2006) , who find a positive relationship between firm internationalization and both CSR and corporate social irresponsibility. One potential explanation for the difference in results is that as firms expand the international geographical scope of their operations, they invest proactively in CSR by enhancing CSR strengths, as doing so enhances the firm's image as a socially responsible firm and in turn its competitive advantage. In contrast, firms are unlikely to devote effort to CSR concerns (Servaes & Tamayo, 2013) as avoiding CSR concerns is usually achieved by complying with the minimum industry standards. Table 9 goes here
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Next, we examine the effects of internationalization on the individual dimensions of CSR. Specifically, we look at the following six attributes included in the CSR rating:
Community ( Taken together, the findings in Table 9 are to a large degree consistent with our expectations of our third hypothesis (H 3 ). As such they lend support to the finding of Hillman & Keim (2001) Maydew (2012) and compute the weighted average institutional rating of countries in which the firm discloses subsidiaries. 10 The results are reported in Table 10 .
Impact of the Institutional Environment on CSR Ratings
In Model 1 we examine whether variation in the local political risk rating that applies to foreign subsidiaries affects the U.S. parent. The estimated coefficient on POLIT_RISK is positive and significant at the 1 percent level, suggesting that, all else being equal, geographical diversification in countries with more political stability is associated with higher CSR ratings.
The estimated coefficient on the weighted average government stability rating of countries in 10 Weights are equal to the number of subsidiaries in each country. Data on subsidiaries come from Dyreng & Lindsey (2009). 21 which the firm discloses subsidiaries (GOVT_STAB), as shown in Model 2, is also positive and significant, indicating that international diversification in countries with a more stable government leads to more socially responsible behavior by U.S. multinational firms, and thus a higher CSR rating. In Models 3-7 of Table 10 we compute the weighted average of, respectively, the government's investment profile rating, control of corruption rating, law-and-order rating, democratic accountability rating, and quality of bureaucracy rating. Interestingly, the estimated coefficient on each of these factors loads significantly positively on CSR, providing evidence that multinational firms with subsidiaries in countries with strong legal and political institutions are associated with a higher CSR rating. Moreover, the effect on CSR rating of our key variable (FS/S) continues to hold, lending further weight to our main finding on the societal implications of geographic diversification.
In sum, the evidence reported in Table 10 lends weight to our fourth hypothesis (H 4 ).
Taken together, our novel evidence on the firm-level CSR implications of the institutional environments in which the firm's subsidiaries are located complements Ioannou & Serafeim's (2012) findings that country institutions are important determinants of firms' social and environmental performance. Table 10 goes here
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Internationalization and CSR: The Conditioning Role of Firm Characteristics
To supplement our analysis, we assess whether the importance of internationalization to CSR activities varies systematically with firm characteristics. To do so we re-estimate Equation (1) 22 (Model 1 in Table 4 ) after bisecting the sample according to the median firm characteristics. The firm characteristics we analyze are firm size (SIZE), firm age (LOG_AGE), return on assets (ROA), market-to-book (MTB), leverage (LEV), R&D expenditures (R&D/S), and advertising intensity (ADV/S). The results are reported in Table 11 .
We start by splitting our sample into two subsamples based on firm size. We then run our main regression separately for the small (Model 1) and large (Model 2) firms. All else being equal, large firms are more able to cope with the complexity and uncertainty of internationally diversified operations than small firms, because their diversity of activities, stability of cash flows, and abundance of resources enables them to more easily support global expansion and exploit economies of scale (e.g., Dunning, 1993; Fatemi, 1984; Kotabe, 1990; Singh & Montgomery, 1987) . 11 Further, Kirca, Hult, Deligonul, Perry, & Cavusgil (2012: 59) argue that the benefits of scale are more pronounced for larger firms because they have access "to privileged learning channels, they can reduce risk through wider portfolios, and they have stronger bargaining power to gain concessions from host country institutions and governments".
Not surprisingly, therefore, the regression results reported in Models 1 and 2 of Table 11 indicate that internationalization is positively related to CSR only in large firms. Indeed, the estimated coefficient on FS/S for small firms is negative and insignificant, but positive and significant at the 5 percent level for large firms. Thus, internationalization seems to have societal implications only for large firms. This finding may be driven by large firms being more capable of taking proactive steps to create and preserve their competitive advantage than small firms (e.g., Gaba, Pan, & Ungson, 2002) . This result is in line with the resource-based theory that stresses a firm's 23 core resources and capabilities as drivers of the firm's competitive advantage (e.g., Hsu & Pereira, 2008) .
Next, we split our sample into two subsamples based on firm age. The results, reported in Models 3 and 4 of Table 11, suggest that the positive link between internationalization and CSR only pertains for mature firms. Older firms may be more likely than younger firms to invest strategically in CSR when expanding their operations internationally as they are more likely to have the managerial experience and resources necessary to manage the complexity and challenges that arise from internationalization (Kirca Hult, Deligonul, Perry, & Cavusgil, 2012 ).
Turning to the conditioning effect of firm performance, the results reported in Models 5
and 6 suggest that the societal implications of internationalization appear to concentrate among firms with good profitability as measured by average ROA over the past three years. Indeed, while the estimated coefficient on FS/S does not have any significant effect on the CSR rating of firms with poor performance, it is positive and statistically significant at the 1 percent level for firms with good operating performance. This suggests that firms with good performance that expand internationally are more likely to engage in CSR activities than firms with poor performance. This result corroborates the findings of Dunning (1993 ), Geringer, Beamish, & DaCosta (1989 , and Goerzen & Beamish (2003) that performance increases with international diversification. More profitable multinational firms have more flexibility in spreading fixed costs, accessing resources, and optimizing organizational learning (Goerzen & Beamish, 2003) , and thus are more likely to adopt social behaviors that meet the expectations of stakeholders associated with their foreign activities.
------------------------
24 Table 11 goes here
Given that growth opportunities are among the driving forces behind internationalization,
we next split our sample based on a firm's market-to-book value of assets. By comparing the estimated coefficient on FS/S in Models 7 and 8, we see that internationalization increases CSR only in high growth firms. This finding, in line with the evidence of Gande, Schenzler, & Senbet (2009) that global diversification enhances firm value, suggests that poor growth opportunities may constrain firms' strategic initiatives (e.g., limit their CSR investment), which limits the potential to expand into new foreign markets. By contrast, firms with more growth opportunities are more likely to have adequate resources to pursue strategies (e.g., CSR) to increase and maintain their competitive position in the global market. When we split our sample based on firm leverage in Models 9 and 10, we do not find any distinguishable difference between the two subsamples with respect to the implication of internationalization for CSR.
The findings of Table 11 so far (SIZE, LOG_AGE, ROA, MTB, and LEV) largely support the resource-based view of the firm, suggesting that firms with abundant resources are more likely to succeed in expanding business globally than firms with fewer resources. These resources and capabilities can help firms pursue strategies such as CSR to increase their competitive advantage (Chandler & Hanks, 1994) . As a result, high CSR firms can better cope with not only an increasing geographical scope of operations and changing business environment, but also new and more diverse stakeholders, and thus increase their competitive advantage, than low CSR firms. This conclusion is strongly supported by the findings reported in Models 11 and 12 for R&D/S and Models 13 and 14 for ADV/S. Indeed, these results suggest that 25 firms with high R&D intensity or high advertising intensity 12 are more likely to invest in CSR to strengthen the competitive position of their global diversification than firms with low R&D or advertising. This evidence is consistent with Morck & Yeung (1998) , who suggest that information-based assets related to R&D and advertising enhance the value of geographic diversification. Such investments can create firm-specific, valuable, inimitable, and nonsubstitutable resources that lead to competitive advantage (Barney, 1991; Morck & Yeung, 1991, among others).
In sum, the evidence in Table 11 supports existing findings, as reported in Hitt, Tihanyi, Miller, and Connelly's (2006) survey, that global diversification is positively related to R&D intensity, size, performance, product diversification, and organizational age.
CONCLUSION
In this paper we examine the importance of CSR as a strategic response to the uncertainty and complexity associated with expanding firm operations internationally. Our premise is rooted in the view that stakeholders' perception of a firm's social reputation affects the success or failure of the firm in an international setting (Brammer, Pavelin, & Porter, 2009) .
Using the largest sample to date in the context of the internationalization-CSR relation, we find that global diversification appears to exert a significant and consistent positive effect on CSR. We also find that internationalization bears significantly only on those CSR dimensions that are discretionary in nature and less likely to be determined by societal and legal requirements, and that firm internationalization loads significantly (and positively) on CSR 26 strengths but not CSR concerns. We further find that only multinational firms that have more abundant resources increase their CSR investments in response to their internationalization. This result substantiates the resource-based theory that stresses a firm's core resources and capabilities as drivers of the firm's competitive advantage in international diversification. We also provide new evidence that multinational firms with subsidiaries in countries with strong institutional environments and strong legal and political institutions are associated with higher CSR ratings. In sum, our findings support the view that CSR can strengthen firms' competitive position globally, and highlight CSR as a channel for multinational firms to achieve the benefits of internationalization.
The findings of this study invite future researchers to explore the implications of the internationalization-CSR link on other corporate outcomes, while taking into account the institutional and political environments where subsidiaries of multinational firms operate. For practitioners and regulators, this study suggests that an effective way to enhance the value of international diversification is to provide firms with incentives to enhance their CSR rating.
Appendix A
Qualitative Issue Area Definitions
We consider six qualitative issue areas: Community, Diversity, Employee Relations, Environment, Human Rights, and Product Characteristics. Each area has a set of strengths and concerns as illustrated below. We calculate a score for each area equal to the number of strengths minus the number of concerns. We also calculate an overall CSR score equal to the sum of all areas' scores. The Diversity score equals the number of strengths minus the number of concerns in the Diversity qualitative issue area
Concerns Strengths
As above
CSR_EMP_S
The Employee Relations score equals to the number of strengths minus the number of concerns in the Employee Relations qualitative issue area
CSR_ENV_S
The Environment score equals the number of strengths minus the number of concerns in the Environment qualitative issue area
CSR_HUM_S
The Human Rights score equals the number of strengths minus the number of concerns in the Human Rights qualitative issue area.
CSR_PRO_S
The Product score equals the number of strengths minus the number of concerns in the Product qualitative issue area
CSR_S
The CSR score equals the sum of the Community, Diversity, Employee, Environment, Human Rights, and Product Characteristics qualitative issue areas scores
CSR_STR
The total number of strengths of the Community, Diversity, Employee, Environment, Human Rights, and Product Characteristics qualitative issue areas
CSR_CON
The total number of concerns of the Community, Diversity, Employee, Environment, Human Rights, and Product Characteristics qualitative issue areas
Panel B. Control variables FS/S
Ratio of foreign sales to total sales, where foreign sales are defined as the sum of sales of all foreign segments.
Authors' calculations based on Compustat data FA/A
Ratio of foreign assets to total assets, where foreign assets are defined as the sum of assets of all foreign segments
As above HERFINDAHL_S For a firm with N geographic segments, the sales Herfindahl index is defined as
, where stands for geographic segment's i sales
As above
HERFINDAHL_A
For a firm with N geographic segments, the assets Herfindahl index is defined as
, where stands for geographic segment's i assets
As above
ENTROPY_S
For a firm with N geographic segments, the sales entropy index is defined as
As above
ENTROPY_A
For a firm with N geographic segments, the assets entropy index is defined as
As above
SIZE
Firm size measured as the logarithm of total sales As above LOG_AGE Logarithm of firm age defined as the number of months since the firm first appeared in the CRSP database Authors' calculations based on CRSP data ROA Return on assets defined as the ratio of EBITDA to total assets.
Authors' calculations based on Compustat data MTB
The market-to-book ratio of assets is defined as the ratio of the market value of assets to the book value of assets, where the market value of assets is measured as market capitalization (number of shares outstanding × share price) minus the book value of equity plus the book value of assets.
As above
LEV
Leverage ratio defined as the ratio of total debt to total assets As above R&D/S Ratio of research and development expenses to total sales. This ratio is set to zero when research and development expenses are missing.
As above
ADV/S
Ratio of advertising expenses to total sales. This ratio is set to zero when advertising expenses are missing.
Panel C. Instrumental variables MID
Dummy variable set to 1 if the firm reports minority interest on its balance sheet, and 0 otherwise.
As above
PNFOR
The fraction of firms with positive FS/S in the firm's industry in a given year.
As above STATE_FS/S
The ratio of foreign sales of all firms headquartered in the state to foreign sales of all sample firms in a given year. 
GOVT_STAB
Weighted average government stability rating of countries in which the firm discloses subsidiaries in Exhibit 21 of Form 10-K. Weights are equal to the number of subsidiaries in each country.
As above
INV_PROFILE
Weighted average government investment profile of countries in which the firm discloses subsidiaries in Exhibit 21 of Form 10-K. Weights are equal to the number of subsidiaries in each country.
As above
CORRUPT
Weighted average corruption control rating of countries in which the firm discloses subsidiaries in Exhibit 21 of Form 10-K. Weights are equal to the number of subsidiaries in each country.
As above
LAW_ORDER
Weighted average law and order rating of countries in which the firm discloses subsidiaries in Exhibit 21 of Form 10-K. Weights are equal to the number of subsidiaries in each country.
As above
DEMOC
Weighted average democratic accountability rating of countries in which the firm discloses subsidiaries in Exhibit 21 of Form 10-K. Weights are equal to the number of subsidiaries in each country.
As above
BUREAUCR
Weighted average quality of bureaucracy rating of countries in which the firm discloses subsidiaries in Exhibit 21 of Form 10-K. Weights are equal to the number of subsidiaries in each country.
As above [1991] [1992] [1993] [1994] [1995] [1996] [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] . Panel A provides the mean, minimum, first quartile, median, third quartile, maximum and standard deviation of the overall CSR score (CSR_S) by year. Panel B shows the mean of the total number of strengths (CSR_STR), the total number of concerns (CSR_CON) and the individual components of CSR_S, namely, community relations score (CSR_COM_S), diversity score (CSR_DIV_S), employee relations score (CSR_EMP_S), environmental performance score (CSR_ENV_S), human rights score (CSR_HUM_S), and product characteristics score (CSR_PRO_S). Appendix A provides details on the construction of the CSR variables. [1991] [1992] [1993] [1994] [1995] [1996] [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] . FS/S is the ratio of foreign sales to total sales; SIZE is the logarithm of total sales; LOG_AGE is the logarithm of firm age defined as the number of months since the firm first appeared in the CRSP database; ROA is the ratio of EBITDA to total assets; MTB is the market-to-book ratio of assets defined as the ratio of the market value of assets to the book value of assets, where the market value of assets is measured as market capitalization (number of shares outstanding × share price) minus the book value of equity plus the book value of assets; LEV is the leverage ratio defined as the ratio of total debt to total assets, R&D/S is the ratio of research and development expenses to total sales, and ADV/S is the ratio of advertising expenses to total sales. CSR_S equals the sum of the Community, Diversity, Employee, Environment, Human Rights, and Product Characteristics qualitative issues area scores. FS/S is the ratio of foreign sales to total sales; FA/A is the ratio of foreign assets to total assets. For a firm with N geographic segments, HERFINDAHL_S is defined as
, where stands for geographic segment's i sales; HERFINDAHL_A is defined as
, where stands for geographic segment's i assets; ENTROPY_S is defined as
. SIZE is the logarithm of total sales; LOG_AGE is the logarithm of firm age defined as the number of months since the firm first appeared in the CRSP database; ROA is the ratio of EBITDA to total assets; MTB is the market-to-book ratio of assets defined as the ratio of the market value of assets to the book value of assets, where the market value of assets is measured as market capitalization (number of shares outstanding × share price) minus the book value of equity plus the book value of assets; LEV is the leverage ratio defined as the ratio of total debt to total assets, R&D/S is the ratio of research and development expenses to total sales, and ADV/S is the ratio of advertising expenses to total sales. Industry fixed effects based on the Fama & French (1997) industry classification and year effects are not reported to save space. Beneath each coefficient estimate is reported the t-statistic based on robust standard errors adjusted for clustering by firm. The superscript asterisks ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively.
TABLE 5
The Relationship between Corporate Social Responsibility and Internationalization over Time 1991-1995 1996-2000 2001-2005 2006-2010 FS/S is the ratio of foreign sales to total sales. SIZE is the logarithm of total sales; LOG_AGE is the logarithm of firm age defined as the number of months since the firm first appeared in the CRSP database; ROA is the ratio of EBITDA to total assets; MTB is the market-to-book ratio of assets defined as the ratio of the market value of assets to the book value of assets, where the market value of assets is measured as market capitalization (number of shares outstanding × share price) minus the book value of equity plus the book value of assets; LEV is the leverage ratio defined as the ratio of total debt to total assets, R&D/S is the ratio of research and development expenses to total sales, and ADV/S is the ratio of advertising expenses to total sales. Industry fixed effects based on the Fama & French (1997) industry classification and year effects are not reported to save space. Beneath each coefficient estimate is reported the t-statistic based on robust standard errors adjusted for clustering by firm. The superscript asterisks ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively. [1991] [1992] [1993] [1994] [1995] [1996] [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] . CSR_S equals the sum of the Community, Diversity, Employee, Environment, Human Rights, and Product Characteristics qualitative issues area scores. FS/S is the ratio of foreign sales to total sales. SIZE is the logarithm of total sales; LOG_AGE is the logarithm of firm age defined as the number of months since the firm first appeared in the CRSP database; ROA is the ratio of EBITDA to total assets; MTB is the market-tobook ratio of assets defined as the ratio of the market value of assets to the book value of assets, where the market value of assets is measured as market capitalization (number of shares outstanding × share price) minus the book value of equity plus the book value of assets; LEV is the leverage ratio defined as the ratio of total debt to total assets, R&D/S is the ratio of research and development expenses to total sales, and ADV/S is the ratio of advertising expenses to total sales. Industry fixed effects based on the Fama & French (1997) industry classification and year effects are not reported to save space. Beneath each coefficient estimate is reported the t-statistic. In Panels B and C, the t-statistic are based on robust standard errors adjusted for clustering by firm. The superscript asterisks ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively. [1991] [1992] [1993] [1994] [1995] [1996] [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] . CSR_S equals the sum of the Community, Diversity, Employee, Environment, Human Rights, and Product Characteristics qualitative issues area scores. FS/S is the ratio of foreign sales to total sales. SIZE is the logarithm of total sales; LOG_AGE is the logarithm of firm age defined as the number of months since the firm first appeared in the CRSP database; ROA is the ratio of EBITDA to total assets; MTB is the market-to-book ratio of assets defined as the ratio of the market value of assets to the book value of assets, where the market value of assets is measured as market capitalization (number of shares outstanding × share price) minus the book value of equity plus the book value of assets; LEV is the leverage ratio defined as the ratio of total debt to total assets, R&D/S is the ratio of research and development expenses to total sales, and ADV/S is the ratio of advertising expenses to total sales. Industry fixed effects based on the Fama & French (1997) industry classification and year effects are not reported to save space. Beneath each coefficient estimate is reported the t-statistic. The superscript asterisks ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively. from regressing an alternative CSR score on internationalization (FS/S) and controls. The full sample is composed of 11,077 firm-year observations from 43 countries over the period 1991-2010. The alternative CSR score is the average of social performance rating and the environmental performance rating obtained from the ASSET4 database. FS/S is the ratio of foreign sales to total sales. SIZE is the logarithm of total sales; LOG_AGE is the logarithm of firm age defined as the number of months since the firm first appeared in the CRSP database; ROA is the ratio of EBITDA to total assets; MTB is the market-to-book ratio of assets defined as the ratio of the market value of assets to the book value of assets, where the market value of assets is measured as market capitalization (number of shares outstanding × share price) minus the book value of equity plus the book value of assets; LEV is the leverage ratio defined as the ratio of total debt to total assets, R&D/S is the ratio of research and development expenses to total sales, and ADV/S is the ratio of advertising expenses to total sales. Industry fixed effects based on the Fama & French (1997) industry classification and year effects are not reported to save space. Beneath each coefficient estimate is reported the t-statistic based on robust standard errors adjusted for clustering by firm. The superscript asterisks ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively. [1991] [1992] [1993] [1994] [1995] [1996] [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] . CSR_COM_S equals the number of strengths minus the number of concerns in the Community qualitative issue area; CSR_DIV_S equals the number of strengths minus the number of concerns in the Diversity qualitative issue area; CSR_EMP_S equals to the number of strengths minus the number of concerns in the Employee Relations qualitative issue area; CSR_ENV_S equals the number of strengths minus the number of concerns in the Environment qualitative issue area; CSR_HUM_S equals the number of strengths minus the number of concerns in the Human Rights qualitative issue area; CSR_PRO_S equals the number of strengths minus the number of concerns in the Product qualitative issue area; PFC_CSR_S is the principal factor component of CSR_COM_S, CSR_DIV_S, CSR_EMP_S, CSR_ENV_S , CSR_HUM_S and CSR_PRO_S; and CSR_STR_S (CSR_CON_S) equals the total number of strengths (concerns) of the Community, Diversity, Employee, Environment, Human Rights, and Product Characteristics qualitative issue areas. FS/S is the ratio of foreign sales to total sales. SIZE is the logarithm of total sales; LOG_AGE is the logarithm of firm age defined as the number of months since the firm first appeared in the CRSP database; ROA is the ratio of EBITDA to total assets; MTB is the market-to-book ratio of assets defined as the ratio of the market value of assets to the book value of assets, where the market value of assets is measured as market capitalization (number of shares outstanding × share price) minus the book value of equity plus the book value of assets; LEV is the leverage ratio defined as the ratio of total debt to total assets, R&D/S is the ratio of research and development expenses to total sales, and ADV/S is the ratio of advertising expenses to total sales. Industry fixed effects based on the Fama & French (1997) industry classification and year effects are not reported to save space. Beneath each coefficient estimate is reported the t-statistic based on robust standard errors adjusted for clustering by firm. The superscript asterisks ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively. Notes: This table reports results from regressing the CSR score (CSR_S) on internationalization (FS/S) and controls across subsamples of firms sorted by firm characteristics. The Low (High) subsample is comprised of firms with below (above) median characteristic in a given year. The sample is composed of 16,606 firm-year observations representing 3,040 unique firms over the period [1991] [1992] [1993] [1994] [1995] [1996] [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] . CSR_S equals the sum of the Community, Diversity, Employee, Environment, Human Rights, and Product Characteristics qualitative issues area scores. FS/S is the ratio of foreign sales to total sales. SIZE is the logarithm of total sales; LOG_AGE is the logarithm of firm age defined as the number of months since the firm first appeared in the CRSP database; ROA is the ratio of EBITDA to total assets; MTB is the market-to-book ratio of assets defined as the ratio of the market value of assets to the book value of assets, where the market value of assets is measured as market capitalization (number of shares outstanding × share price) minus the book value of equity plus the book value of assets; LEV is the leverage ratio defined as the ratio of total debt to total assets, R&D/S is the ratio of research and development expenses to total sales, and ADV/S is the ratio of advertising expenses to total sales. Industry fixed effects based on the Fama & French (1997) industry classification and year effects are not reported to save space. Beneath each coefficient estimate is reported the t-statistic based on robust standard errors adjusted for clustering by firm. The superscript asterisks ***, **, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively.
